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WAGES ADJUSTED BY ARBITRATION ^DISCUSSION. 

Henry Rogers Seager: (After reading the above 
outline of the paper which Professor Clark had been 
unable to present in person and adding a few words of 
explanation, Professor Seager suggested the following 
propositions drawn from it as those most deserving of 
fuller discussion : ) 

(r) The normal trend of wages in progressive socie- 
ties is upwards. 

(2) The standard to which wages should be adjusted 
is the product of marginal social labor : 

(a) Is this the ideal standard ? 

(b) Can it be defined with sufficient precision to be 
of any practical utility as a guide to a board of arbitra- 
tion? 

(3) Violence or the threat of violence is a potent fac- 
tor in enabling trade unions to secure wages above the 
normal rate for their members. 

(4) Arbitration is necessary to secure, on the one 
hand, fair wages for unorganized workmen, and, on the 
other, proper regard for law and order on the part of 
the organized. 

( 5 ) The system of arbitration best calculated to secure 
the desired results is that which requires the continuance 
of production pending an award, and imposes as a penalty 
for unwillingness to accept in good faith the award when 
made, permanent discharge from employment in the 
establishment affected. 

F. W. Taussig: The precise question before us is as 
to the principles which a Court of Arbitration should fol- 
low in determining wages. How closely must that ques- 
tion be connected with the problem of general wages, as 
this latter is considered by economists ? Professor Clark 
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seems to think the connection close. He rests his advice 
or recommendation to the supposed Court on that theory 
of wages which he has developed with such originality 
and ingenuity, — the theory of the specific, or imputed, 
productivity of labor. I am not convinced of the solidity 
of the reasoning on which this theory rests ; and I am in 
still greater doubt as to its helpfulness for the question in 
hand. It seems to me to have little bearing on the ques- 
tion before us. Specific or imputed productivity, like the 
wages fund, bears on the general division between capital 
and labor. The importance of these general problems is 
not to be disputed. They are in the highest sense prac- 
tical, since they consider the justice of society's opera- 
tions and the welfare of all its members. But the ques- 
tions before a Court of Arbitration are practical in another 
sense. They are always questions of speciHc wages. They 
refer not to the general reward of labor or capital, but 
to the wages of a particular group of workmen. Now of 
course specific or particular wages are by no means 
disconnected from general wages. But in the concrete 
world the general rate is always assumed. No Court of 
Arbitration bothers about the causes determining general 
interest. If it did, how much help would it secure in 
fixing them from any theory of specific productivity or 
social productivity? Fortunately this large question 
never presents itself. A Court has to settle or recommend 
only the wages of motor-men, plumbers, masons, spin- 
ners, weavers. And even as to these it never has occa- 
sion to consider the matters which we economists usually 
think about, — the fundamental causes of variations of 
wages in different employments and in different social 
strata. We are probably on safer ground as to particular 
wages than as to general wages; we are more nearly 
agreed as to the existence of non-competing groups, the 
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obstacles to competition, the application here of the prin- 
ciple of marginal efficiency or marginal utility. But no 
Court has occasion to consider these questions or to fix 
the wages of any entire group. The wages of all skilled 
mechanics of a given grade, of all workmen of motor- 
men's grade, of all common laborers, never come up for 
settlement at once. It is always a limited, specific question 
that'presents itself, and the wisest policy for a Court is 
to confine itself to that limited question. 

Now the best advice we can give to a Court on such a 
question is, in my judgment, to tell it to exercise its plain 
common sense, — just the one thing which the members 
of a Court usually are capable of doing. Assume as 
just or proper the general scale of wages in the country 
or district in question; assume as just and proper the 
wages usually got for the particular kind of labor in 
question; compare it with other similar labor, of like 
hardship, difficulty, conditions of demand and supply ; 
and prescribe the "fair market rate." Most people mean 
by fair prices the going market prices, and are quite in- 
capable of troubling their heads about labor value or 
marginal utility. Similarly they mean by fair wages 
current market wages, and do not trouble their heads 
about social productivity or a sharing between labor and 
capital on the basis of specific contribution. Let them 
exercise their common sense on the matters they are com- 
petent to deal with, and exercise it from the point of view 
and in the way which is natural and easy for them. 

From this simple point of view, certain moot points 
may nevertheless present themselves. Some of these I 
will briefly refer to. 

I. Is the fair market rate that at which laborers can 
at once be found to replace the contesting laborers, or is 
the fair market rate that which must be paid in the long 
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run for labor of equal efficiency and trustworthiness? 
Clearly, the latter is the test which should be applied. 
Whenever a strike or contest breaks out, employers say 
with truth, or at least with speciousness, that they can 
find plenty of men willing to work at the wages offered, 
or at less than the wages offered. In fact, there are 
always plenty of men — ^partly ne'erdowells, partly the 
ineffici'fent, partly the unfortunate — who will accept al- 
most anything. Any employer can therefore make a 
pretense of filling the vacant places with these. The real 
question is at what rate capable, self-respecting, and per- 
manently serviceable laborers can be got and retained. 

2. Sometimes violence, or the threat of violence, or 
persuasion and intimidation of a kind not permitted by 
the law, have been used in advance, and have aided in 
establishing a going market rate. Clearly this sort of 
market rate is to be disregarded by a Court of Arbitra- 
tion. Let the Court consider solely what would be the 
operation of the competitive forces within the limits per- 
mitted by the law. 

3. Sometimes the going market rate has been made 
high by restriction of the supply of workers, by limita- 
tion of the number of apprentices, by an effective trade 
union which has succeeded in "organizing" the entire 
supply, by successful collective bargaining. Here, it 
seems to me, a Court of Arbitration should accept the 
going rate, even though the result of something like mon- 
opoly conditions, as the fair market rate. So long as 
the methods permitted by the law have not been infringed, 
any opinion which the Court may have as to the right or 
wrong, the expediency or inexpediency, of what are called 
monopoly conditions, is not material. It remains for the 
law to modify the situation (say, by the establishment of 
public trade schools on a large scale), or for slow moving 
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social forces to modify the conditions of labor supply. 
A Court of Arbitration should accept the status quo and 
make its decisions as nearly as possible in accord with 
lawful conditions as it finds them. Its policy should 
be not to create new conditions, but to make more smooth 
and peaceful the working of existing forces. It cannot 
always prevent a trial of strength, but should try to make 
the outcome such as it would be as the result of a trial 
of strength. 

4. Another question is as to the relation between 
wages and the capitalist's gains in the particular trade or 
the individual business. Shall a Court of Arbitration 
take into consideration how large are the profits of the, 
employer and whether he can afford to pay higher wages ? 
In general, the answer here should be "no." The individ- 
ual employer may or may not be prosperous. Workmen, 
none the less, should receive the going rate, and no more 
than the going rate. This precise question was pre- 
sented, I believe, to a Court of Arbitration in connection 
with a street railway strike in San Francisco. In that 
case, the Court did not commit itself on the question of 
principle. I suppose that even in an extreme case of 
monopoly conditions, we should say there was no ground 
for the monopolist's being called on to share his gains 
with those who have been in his employ. Let him dis- 
gorge, if we can bring about this happy result, to the com- 
munity as a whole a:nd not to a particular group of it. 
And in any event, setting aside the equities of the situation, 
the simple fact is that the monopolist is sure, sooner or 
later, to get his labor at the market rate. The same con- 
clusion holds even more certainly where an individual 
employer is capable, and prosperous because of his 
capacity, and is asked to pay more than the going rate 
because he individually happens to be able to afford it. 
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In all such cases, it is probably to the interest of the em- 
ployer himself to pay quite the full market rate, even a 
trifle more, in order to secure the pick of efficient labor; 
and where questions of public convenience or public safety 
are involved, this consideration may fairly be taken into 
account by a Court of Arbitration. 

5. Does it follow from the preceding, that the method 
of the sliding scale should not be sanctioned by a 
Court of Arbitration ? This does not seem to me neces- 
sarily to follow. The limits of market wages themselves 
necessarily fluctuate in some degree in the large industries. 
For considerable stretches of time, even tho not in 
the long run, employers and employees are in sort of 
partnership. This is the case in such widespread trades 
as the iron trade, the coal trade, the cotton trade. The 
sense of solidarity will be promoted, friction will be 
avoided, by a sliding scale of the kind apt to be used. 
Such a shding scale does not follow all the changes of 
profits and prices, but provides for variations of wages 
within the range of the fluctuations of usual market 
wages. Such an arrangement commends itself to the 
ordinary feeling of the everyday man as to what makes 
current wages and fair wages, and for that very reason 
is likely to be cheerfully accepted as the outcome of arbi- 
tration. 

Louis B. ScHRAM : Speaking from the view-point of 
the practical employer of labor, untrained in the theories 
elaborated in Prof. Clark's paper, armed only with the 
knowledge and training gained by actual experience, I 
must express the view that arbitration boards could gather 
but little help from a study of that treatise. 

Arbitration Boards of the present day are largely com- 
posed of men who can consider the questions submitted to 
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them only in a practical, matter-of-fact way. They are 
not verted in Prof. Clark's theories and are not swayed 
by his reasoning, to them in most cases probably unin- 
telligible. 

Before outlining the principles which, I believe, should 
govern Arbitration Boards in the consideration of the 
wage question, it may be in place at this time to say a 
word about the constitution of such Boards. Theoreti- 
cally an Arbitration Board consists of three or more fair, 
unbiased judges. Practically, as at present selected, 
Arbitration Boards consist of two or more intensely par- 
tisan advocates and one judge. The award is expected 
to have the dignity and weight of a well considered pro- 
nouncement of a board of judges; it is in fact the decision 
of a single man, unaided by unbiased consultants, nay 
rather harassed up to the moment of final decision by 
eager representatives of the litigants, zealously fighting 
the cause of those who chose them. 

This condition is not conducive to satisfactory results. 
What is the remedy? In my judgment it will be found 
in a numerically very large board of official arbitrators, 
not less than twenty-five in number, men of known in- 
telligence, probity and practical experience and selected 
as nearly as may be in equal proportion from the ranks 
of employers and labor representatives. Who shall 
select these men? Some authority whose position pre- 
cludes the possibility of bias through political or other 
influence, such as the senior judge of the Federal Court 
of the district in which the Board is to act. When an 
arbitration is to be had, the litigants take the list of official 
arbitrators and alternately strike of? the names of those 
not desired until the required three or five names are left, 
and these men then constitute the Arbitration Board. 
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Having a competent and impartial Board we can now 
proceed to the consideration of the question before it. 

In the first place I would exclude the principle that the 
rate of wages should be determined by the rule of supply 
and demand. While this commercial law may regulate 
the price of commodities, I find that it will not regulate 
the price of labor .because labor is not a commodity, or 
if it is> it is a commodity plus ambition, plus hope, plus 
determination to rise; a commodity backed by organiza- 
tion determined and able to gratify this ambition, realize 
the hope and bring success to this determination. 

And it is well that it should be so. The laborer of to- 
day is much more valuable to the commonwealth than 
was his predecessor of a few generations ago because of 
the realization of these very hopes and ambitions. Em- 
ployers of to-day were the wage workers of yesterday, 
and he is but a poor representative of the working class 
who is satisfied to remain a workman all his life and to 
see his children grow up to the same humble fate. As the 
workman is erititled to wages which will give him an 
opportunity to enjoy a measure of the good things of 
life, and to hours of work which will leave him time to 
know his family and to share in the task of guiding the 
training of his children, and to conditions of employment 
that will ensure sanitary surroundings during his work, 
so the employer is entitled to a fair return on his invest- 
ment of capital, brains and administrative and construc- 
tive ability. To do justice to the wage-earner. Boards 
of Arbitration should take into consideration the cost of 
living, the nature of the work with reference to the 
amount of skill required, and the dangers to health and 
risk of injury attending the emplo)TXient. 

To do justice to the employer the Boards should con- 
sider the stability of the business, safety of the capital 
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invested, chances of machinery and appliances depreci- 
a;tijig through use or change in the nature of output by 
reason of the public taste. They should also consider to 
what extent the personality of the employer is of import- 
ance by reason of executive capacity and ability to secure 
business. 

A third element to be considered by Arbitration Boards 
in fixing wages is the claim of the public to fair treat- 
ment. Wages should not be fixed arbitrarily high if 
thereby an unfair burden is thrown upon the consumer. 

The thinking employer does not begrudge the work- 
men liberal wages, short hours and comfortable sur- 
roundings. The days when the employer paid his men 
as little as he could, worked them as long as he could and 
expended the minimum upon their comforts, are forever 
gone. The majority of trade disputes arise partly from 
honest differences of opinion as to what the employer can 
pay, partly as the natural result of the wage-earner's am- 
bition to rise in the world and in good faith claiming 
more than is his due. 

This situation should be met by all in a spirit of tol- 
eration, liberality and good-will. 

I am glad to be able to say from experience that the 
ranks of employers and wage-earners show an ever-in- 
creasing number of men who in their dealings with each 
other are actuated by motives of fair play and good-will, 
each considerate of the just claims of the other. A 
striking illustration of this is furnished by an arbitration 
in which I participated some years ago. A manufactur- 
ing firm in New York had trouble with its employes ; 
there was a strike accompanied by physical violence and 
unlawful acts by the employes; the business of the em- 
ployer was suffering and great pecuniary loss was immi- 
nent. Arbitration was sought by the employer and re- 
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fused. The excesses continued. A proposition to the 
strikers that the dispute be submitted to the arbitration 
of a Board composed entirely of representatives of organ- 
ized labor was finally accepted. This Board of Arbitra- 
tion composed of three labor leaders heard the controv- 
ersy and decided in favor of the employer. The decision 
was cheerfully accepted. There has not been a strike or 
the threat of a strike in that industry to this day, a period 
of about five years. 

Let Boards of Arbitration foster this spirit of toler- 
ance and consideration; let them keep in mind the laud- 
able hopes and aspirations of the working man without 
penalizing the employer, whose right to a fair return upon 
his invested capital in view of the risks attending his 
business must be protected, and who is entitled to com- 
pensation for his own ability in addition to the earning 
power of his capital. 

Adna F. Weber: The fact that unorganized labor 
may in a degree participate in a general advance of wages 
such as has taken place since 1897 should not blind us to 
the inadequacy of competition to secure anything like 
fair wage conditions for unorganized workmen. When 
McCuUoch wrote that unduly low "wages in any 
branch of industry would be raised to their proper 
level, without any effort on the part of the workmen, by 
the competition of capitalists",^ he of course knew noth- 
ing of the facts presented to us of to-day by Booth and 
Rowntree in England and government offices or commis- 
sions in the United States. The miserable pittance won 
by the toil and privation of seamen, marine firemen and 
dock workers; the almost incredibly long hours and low 
wages of the workmen employed in some of the cellar 
bakeries of New York City ; the bare subsistence wage of 



^Art. "Combinations", in Encyclopedia Britannica, 1823. 
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many of the home workers in the clothing trades, — do not 
lend much encouragement to any theory of wages that 
seeks equitable adjustment in unrestrained competition. 
And while the current productivity theory in many ways 
helps to a clearer understanding of industrial relations, it 
does not to my mind furnish the practical guidance that 
arbitrators of industrial disputes must have. I have been 
unable to derive from the abstract of Professor Clark's 
paper any such formula. Most of the modern English 
economists admit (to quote the words of Professor Nich- 
olson) that "there is no short simple rule by which the 
normal rate of wages in any employment can be deter- 
mined over a long period or in the long run. We cannot 
assign with any degree of precision the superior and the 
inferior limits between which it must lie, and thus we 
cannot fix upon any point about which the market rates 
must oscillate." 

The only rule that has heretofore met with any general 
acceptance in the arbitration of wage disputes has been 
the correlation of wage rates with prices. This practice 
has long been followed in the English iron trade (and 
also in the sliding scale in the American iron industry), 
but has broken down under the contention of the work- 
men that their standard of living should have precedence 
over all questions of profit. In this country the question 
of price seldom enters into consideration among arbi- 
trators unless the employers through combination enjoy 
such a degree of monopoly as enables them to control 
prices. The tendency now is toward the idea of a stan- 
dard of living as the basis of deciding wage disputes. 
The wealth and natural resources of the country are so 
ample; and the ability of the consumers to pay almost 
any advance in prices has been so fully demonstrated in 
recent years, when we have seen the volume of consump- 
tion increase in the face of advances of 50 to 100 per cent. 



40 American Economic Association 

in the price of necessaries, that the force of the argument 
in favor of a high standard of comfort becomes almost 
irresistible. 

The practicability of defining at least the minimum re- 
quirements of a standard of living seems to be demon- 
strated by Rowntree and other private investigators. The 
labor bureaus have always been interested in comparative 
cost of living, and at recent national conferences have ap- 
pointed committees to prepare a uniform schedule. Still 
more recently the charitable societies of New York have 
undertaken to define the actual requirements of a living 
wage. When all of these plans shall have been carried 
out, arbitration boards or committees will have at .their 
command an extremely useful measure of guidance for 
deciding disputes in the overcrowded trades, which it 
might be expected would be the first to benefit by the 
substitution of judicial inquiry for force or coercion, as 
advocated by Professor Clark. Unfortunately, however, 
those are the employments that are least likely to secure 
advantages by the method of compulsory investigation, 
which is not a substitute for organized effort on the part 
of employees. As a matter of fact, we already have laws 
providing for public investigation of disputes, for that 
method is authorized in most of the statutes creating arbi- 
tration boards in the various commonwealths. The rea- 
son why the boards have not exercised such authority is 
not far to seek. Permanent boards of arbitration neces- 
sarily form a part of our political system and are there- 
fore subject to local political pressure, which in nine cases 
out of ten is strong enough to prevent any interference 
with what the disputants term their private affairs. Un- 
less the dispute causes inconvenience or injury to the 
general public so as to arouse public opinion in their 
support, public mediators find it next to impossible to 
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take even the first steps toward a public investigation. 
The industries least affected by a public use, and hence 
least likely to arouse public sentiment in favor of a public 
investigation, are precisely the competitive industries with 
their unorganized and overcrowded labor market. 
• At first, therefore, any scheme of compulsory investi- 
gation would be confined to the quasi-public utilities, and 
it might be advisable to limit the application of the statute 
to railroads, street railways, gas companies, etc. For 
each dispute there should be created a temporary body 
of conciliators or investigators on the model of the Ca- 
nadian railway labor disputes act of 1903, which has pro- 
duced some excellent results. And it is in these industries 
that violence is most to be apprehended. 

Disputes in industries not affected with a public use 
might be dealt with in other ways. In the first place, they 
do not by any means always involve violence, and it there- 
fore seems necessary to qualify Professor Clark's state- 
ment that "the workman's power of coercion depends on 
the toleration by the community of acts of violence." 
Last year there were in New York about fifty successful 
strikes, and few of them, I am convinced, involved actual 
violence. The most important dispute of the present year 
has been the strike of the printers for an eight-hour day ; 
but it has been almost entirely free from violence. We 
need to recognize the difference between legitimate coer- 
cion through forms of ostracism practiced in all ranks of 
society, and the illegitimate use of force. A statute plac- 
ing some restraint upon the issuance of injunction writs 
would discourage violence in the same way that the Anti- 
Pinkerton laws did — i. e., by depriving the more unscru- 
pulous employers of the aid of the government in protect- 
ing disorderly strike-breakers. Andrew Carnegie lately 
declared that it was a mistake for an employer to attempt 
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to replace strikers with new men. In any event, the law 
should prevent the hiring of men to take the place of 
strikers without giving ample notice of the existence of 
the strike. The fact is that our whole law of conspiracy 
as it affects industrial disputes is in a chaotic condition. 
The British House of Commons in carrying out a popular 
mandate has fully recognized the workman's claim that 
there exist legitimate means of coercion not dependent 
on physical force. If equally liberal laws were enacted 
here, a good deal of the injustice that provokes violence 
would disappear. 

John A. Ryan : Almost all of Professor Clark's an- 
alysis of the forces affecting wages is unexceptionable. 
The method of wage-adjustment that he proposes under 
the name of semi-compulsory arbitration is highly desir- 
able from the viewpoints of justice, the public good, and 
the welfare of labor. There are, however, certain conclu- 
sions, chiefly in the final paragraph of the summary of 
his paper, which are not entirely convincing. 

I. That semi-compulsory arbitration would cause 
wages to conform more closely to their natural standard 
than would any other method, is open to doubt. An 
arbitration board would probably be guided by the rates 
of wages generally prevailing, rather than by any concep- 
tion of the natural standard derived from economic 
theory. On this basis the wages awarded would approach 
the natural standard closely or remotely, according as the 
trade or occupation was unorganized, or partially organ- 
ized, or fully organized. Moreover, the arbitrators 
would probably take some account of certain other con- 
siderations, such as recent changes in the cost of living 
and the undesirable character of the work. Labor unions 
would probably be able in the course of time to advance 
wages, by other methods than those of physical force, 
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thus placing before the arbitrators new and higher stan- 
dards. In an entirely unorganized and poorly paid occu- 
pation, an arbitration board would probably, at least in 
some cases, fix wages above the prevailing and competitive 
level. This probability would increase in proportion as 
the public became more conscious of the ethical dignity of 
the laborer. Only on the assumption that wages would 
be advanced farther by organization under the present 
regime than by organization plus a more enlightened 
and humane public opinion under a system of arbitration, 
is this conclusion of Professor Clark likely to be realized. 
2. Should arbitration boards attempt to fix wages at 
the natural standard, the condition of laborers as a class 
would not be improved nor the largest practicable meas- 
ure of justice achieved. Actual competition is not, in- 
deed, perfect; but arbitrators could not make sufficient 
allowance for the various forces of inertia and friction to 
make their awards accord exactly or even approximately 
with the h)^othetical rates of perfect competition. The 
utmost that they could accomplish in this direction would 
be to approximate the wages that would prevail if there 
were no monopolies among employers or unions among 
workingmen. In most of the organized trades this would 
mean lower levels of pay than those now existing. In 
many of the industries and occupations in which there is 
neither monopoly nor labor unions, the wages now pre- 
vailing are below the requirements of elementary justice 
and humanity. Yet these rates would form the closest ap- 
proach to the natural standard attainable by a board of 
arbitrators at the present time. Will the natural stan- 
dard of the future be higher? We have no certainty 
that it will. The editors of the volume on "Manufac- 
tures" of the Twelfth Census tell us that during the last 
decade of the nineteenth century the displacement of labor 
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by new forms of capital "had a real tendency to lower the 
actual average earnings of the wage-earner in many of 
the industries." This is a phenomenon that has con- 
fronted society ever since the Industrial Revolution. And 
there seem to be no good grounds for a confident predic- 
tion that free competition will cause the future to differ 
essentially from the past. 

3. Professor Clark seems to attribute too much im- 
portance to the factor of productivity as a rule of justice, 
and as a standard for the guidance of arbitrators. This 
is especially true of his attitude toward marginal product- 
ivity. Now it is impossible to know whether the specific 
product of the laborer, the product that is specifically and 
entirely due to the presence of the marginal man, the pro- 
duct therefore that is "economically imputable" to him, 
is the true equivalent of the amount or proportion that he 
has created. When the amount of capital used by a 
given number of laborers is increased the productivity of 
the individual laborer is said to increase ; yet he may ex- 
pend no more creative force, as measured in terms of 
brain and muscle, than before : why then say that he pro- 
duces more? The joint product of capital and labor is 
not a composition; it is more akin to a living organism. 
Every jpart of it has been produced by both factors. What 
sufficient warrant is there for saying that the relative pro- 
ductivity of capital and labor is correctly represented in 
the rewards assigned to them by supply and demand in 
the conditions of perfect competition, rather than in the 
conditions of monopoly or labor unionism? 

4. Even if the marginal productivity of any group of 
laborers under free competition exactly measured their 
actual productivity relatively to the other productive fac- 
tors and other labor groups, it ought not to measure the 
awards of an arbitration board. Where there is question 
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of a joint product, the productivity of labor stands low- 
est, and that of instruments second lowest, in the scale of 
ethical titles of reward. The primary title of reward, as 
of ownership in general, is that of needs. Productivity 
is ethically inferior to effort, sacrifice, and hazard. When 
two men who are unequally endowed by nature produce 
unequal amounts with proportionally equal efforts, are 
they not equal in desert? The amount by which one 
product exceeds the other is not due to the original source 
of creativeness and responsibility in the man who pro- 
duced it, namely, his will. It is due to a superior endow- 
ment of nature for which he is not responsible. Why 
then should he receive a higher reward than the other 
man ? 

It seems to me, then, that a board of arbitrators should 
strive to secure before all else a decent living wage for 
all workers, including the employer. In aiming at this 
primary end, they ought, if necessary, and in so far as 
practicable, to cut down profits and dividends and to 
raise prices. Where the question of a living wage is not 
involved, they ought to place such considerations as 
effort, sacrifice, danger and disagreeableness of work, be- 
fore productivity, whether of labor or capital. In gen- 
eral, productivity should be considered almost wholly 
from the viewpoint of expediency, and given only as 
much weight as is necessary to evoke the best social 
results. 

David I. Green: As one in general sympathy with 
Professor Clark's theory of wages I have been interested 
in Professor Taussig's statements as an exposition and 
extension of that theory. Professor Clark tells us that a 
court of arbitration should seek to adjust wages in accord 
with the natural mar^nal productivity standard. Of 
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course the natural rate would vary according to the cir- 
cumstances of each case, and Professor Clark does not 
tell us how to find this rate under the varying conditions. 
This deficiency has been admirably supplied by Professor 
Taussig, whose suggestions as to what the court should 
do under the varied conditions named seem to me to pre- 
sent not only the common sense methods but the thor- 
oughly scientific methods from Professor Clark's stand- 
point. I see no antithesis whatever between them except 
in the one instance when Professor Taussig advocates the 
acceptance of an artificially high wage in cases where the 
employer is able to shift the burden upon the consumer. 
I should agree rather with Mr. Schram, that a court of 
arbitration should exert a restraining influence in such 
cases. We are far too complacent in accepting artificially 
high prices. The unfortunate condition of some portions 
of our population, which has been referred to by two of 
the speakers, is not due altogether to competition nor to 
the lack of organization, but can be accounted for in part 
by the fact that some of the progress made by other 
groups has been at their expense. 

If our boards of arbitration had a clearer knowledge 
of economic theory it would give them more courage in 
upholding the common good when opposed to the inter- 
ests of a limited group. 

Jacob H. Hollander: Professor Clark's interesting 
paper contains two fundamental assumptions from both 
of which, I think, many economists would wish to voice 
emphatic dissent. 

The paper assumes, in the first place, that under normal 
conditions — by which is meant equal competitive power — 
the wages of labor tend to conform to the product im- 
putable to labor. However plausible and attractive is 
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this "productivity theory of wages," as a scientific doc- 
trine, it is hypothetical and unverified, tracing back to 
John Locke's theory of private property and winning 
place in the theory of economic distribution by abstract 
speculation rather than by inductive reasoning, or by 
concrete corroboration. 

In the second place, even if competitive equality se- 
cured \-f or the laborer a wage equivalent to his social 
marginal productivity, it by no means follows that a 
court of arbitration should accept such a natural wage 
for its standard. Social consciousness, crystallized as 
legislation, has never hesitated to modify the results of 
free contract in a manner consonant with the public good. 
Just as society has already determined that the primary 
conditions of employment — the length of the working day, 
the use of women and children, the safeguarding of dan- 
gerous machinery — shall be fixed in accordance with what 
the welfare of the race demands rather than by what free 
contract, even under the fullest equality, evolves — so a 
court of arbitration may hesitate to consign a laboring 
force to anything less than a standard of economic de- 
cency, even though free competition should so determine. 

John Martin: Two links in Dr. Clark's argument 
appear to me to be very weak. First, he assumes that 
trade unions cannot ever win strikes without the use of 
violence. Though that assumption may seem justified 
if only the action of American unions at critical times be 
considered, it is overthrown by the history of unions in 
countries where unions have had a longer history. Brit- 
ish unions regularly win strikes without violence. I 
cannot remember, for example, a single case of murder 
committed by a union in Great Britain since the Sheffield 
outrages in the sixties, though strikes involving tens of 
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thousands of laborers have often occurred, and the men 
have won in a large proportion of cases. So certain is 
it that violence is not essential to strike success, that the 
cotton spinners of Lancashire do not even picket during a 
strike, because they know that people to fill their places 
cannot be got. Such picketing is quite legal in Great 
Britain, though it is generally forbidden by court injunc- 
tion in America. Were peaceful persuasion and picket- 
ing fully legalized here, probably the violence in strikes 
would be minimised; first justice, then rigorous main- 
tenance of order, would, I think, show Dr. Clark's as- 
sumption to be groundless. 

The second link in his reasoning I wish to comment 
on is the suggestion that, if the laborers refuse to abide 
by the decision of the arbitrators they have been ordered 
by the government to accept, they shall be punished by 
the loss of their jobs. First, in Australasia, where the 
compulsory arbitration has been tried, the men have never 
yet been recalcitrant. The danger of their refusal to 
abide by a decision of an impartial court is small, though 
the courts so far have had no scientific rules for their 
guidance; their decisions, according to the testimony of 
Mr. Pember Reeves, have been made empirically or by 
common sense. But should the workmen rebel against 
the decision it would be no cure to turn them from their 
positions. That is exactly what they would want and 
the employers would resent. Since, presumably, prac- 
tically all the men in the particular business are affected, 
to declare them industrially outlawed would kill the busi- 
ness and the employers would be the greatest losers. 

Henry R. Seager: In reply to Professor Taussig, I 
would urge the importance, under a system of compulsory 
arbitration, of demanding more of arbitrators than that 
they adjust the wages under consideration to "current 
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rates" in kindred employments. Such a plan lacks the 
progressive element necessary to the success of arbitra- 
tion in a progressive country. In New Zealand and 
New South Wales, if wages were not advanced above 
"current rates" in prosperous times by the courts of arbi- 
tration, wage-earners would be deprived of their fair 
share of prosperity. It is necessary, therefore, to agree 
whether the system of arbitration is to be general and 
compulsory or merely local and voluntary, as a prelimi- 
nary to agreement as to the rules which may be laid 
down for the guidance of boards of arbitration. 

In conclusion I desire to record my conversion to the 
view that there is urgent need, either through boards of 
arbitration or through legislation, of establishing mini- 
mum rates of wages, which shall insure decent standards 
of living for all who are regularly employed, and present 
squarely to the community the problem of providing for 
and training those who may be "unemployable" until they 
become able to earn the minimum wages. 

Otto M. Eidlitz:^ Compulsory arbitration for the 
settlement of labor disputes, has, up to date, received no 
very enthusiastic support from men prominent in the 
ranks of employer or employed. It signalizes the intru- 
sion of the outsider in family affairs, with the possibility 
of non-consent by those vitally interested in the question 
at issue. 

The material growth of this country in the last ten 
years has been so unprecedented in the history of nations 
that we may fairly consider ourselves pacemakers, and 
compelled by virtue of that fact to develop for ourselves 



* On account of its late receipt, it was not possible to insert this 
article in its proper place in the discussion. 
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the permanent method for securing "industrial peace with 
honor." 

Whether any compulsory method of settlement inaugu- 
rated by those outside of an industry would secure the 
much to be desired end, is at least a debatable question. 
In my opinion we are going through a period of stress 
as well as a formative period, and no fixed rule can as yet 
be evolved for the settlement of labor questions on ac- 
count of the extreme diversity of the problems that pre- 
sent themselves, even though the fundamental factor of 
capital and labor is always present. The remedy, if it is 
to be beneficial and lasting, must be developed by prac- 
tical and actual test and amended, revised or discarded as 
experience will teach. Whatever the plan proposed may 
be for the settlement of labor disputes in any industry, — 
that industry should have ample time to demonstrate con- 
clusively its inability within itself to settle such disputes, 
due consideration being given always to the outside in- 
terests, directly or indirectly involved. 

The ever-present menace to industrial peace is the in- 
herent selfishness bf human nature, and one of the surest 
antidotes is fear. In other words, for any industry to 
be at peace, both sides of the house must be thoroughly 
organized and all their dealings with each other must be 
tinged with apprehension. 

This condition is of prime importance in the building 
and allied industries, railroads, public service corpora- 
tions, etc., and but less so in manufacturing interests 
where daily attendance in the same place under the same 
conditions bring the all powerful factor of habit to make 
for a peaceful attitude. Moreover the personal equa- 
tion of the management is of far greater import when 
exercised within the factory or shop. 

Perhaps the nearest approach to compulsory arbitra- 
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tion in this country is the present arbitration agreement 
between the Building Trades Employers' Association of 
the City of New York and the Unions of the Building 
Trades. This plan for the arbitration of trade disputes 
has been characterized as compulsory arbitration by many 
of the leaders of the trades unions, and for the reason 
that the Employers' Association compelled the acceptance 
of an arbitration agreement by a number of unions 
through the medium of a lock-out. 

Two years after the acceptance of this Arbitration 
Plan on the part of the unions, a convention was held, 
and the agreement was amended in many particulars. 
Since the holding of this convention, the Arbitration Plan 
can properly be termed a voluntary and mutual agree- 
ment. 

The Employers' Association is avowedly on record as 
determined to maintain this arbitration agreement at any 
cost rather than permit a return of the conditions exist- 
ing previous to the year 1903 and has repeatedly punished 
its own members who have transgressed. The labor side 
have shown their good faith by refusing aid to an offend- 
ing union and thus compelling acquiescence. 

Some idea of the magnitude of the problem presented 
in the proposition- of compulsory arbitration may be ob- 
tained by a consideration of the work performed by the 
New York Building Trades Arbitration Board, 

During the year ending November 30th, 1906, 433 
complaints were filed with the Secretary of the General 
Arbitration Board. Of these complaints, 133 were ad- 
justed by the Secretary, and 247 received the considera- 
tion of the Executive Committee. The Executive Com- 
mittee, composed of six employers and six employees, dis- 
posed of these 247 cases by holding six meetings per 
month, the meetings averaging three and one-half hours' 
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duration — a total of 240 hours in disposing of 247 cases. 
During this time four cases were referred to Special Ar- 
bitration Boards. In hearing these cases, the Special 
Boards averaged six meetings of four hours' duration 
each, in taking testimony, and the record of the cases 
averaged from 50 to 600 folios. The protection of the 
Arbitration Plan was removed from 52 jobs as a result 
of violations of the provisions of the Arbitration Plan or 
trade agreements on the part of owners or contractors 
not members of the Building Trades Employers' Asso- 
ciation. Strikes, however, were called in very few of 
these cases, a satisfactory adjustment of the question in 
dispute being arrived at immediately upon the announce- 
ment of the action of the Executive Committee. 

Compulsory arbitration in the business of erecting and 
construction of buildings must of necessity result in a 
uniform rate of wages for every competitive district. 
The competitive districts in the building industry are 
limited, for the reason that buildings cannot be trans- 
ported from place to place, but in manufacturing indus- 
tries the competitive district is world-wide and compul- 
sory arbitration on State lines could not be successful. 
Arbitration of disputes affecting wages and hours of 
labor and affecting cost of production under state con- 
trol could not be successful in ninety per cent of the 
manufactures of the country. 

With Government regulation of rates and control of 
transportation, and the continued tendency on the part 
of the National Government to investigate, inspect and 
regulate private enterprise, any attempt to regulate con- 
ditions of employment for labor by boards of arbitration, 
with power to enforce decisions or awards, would spell 
disaster to industry and the risk of loss to America of 
the markets of the world. Furthermore, it is a grave 
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question whether there would be any legal way of bind- 
ing trade unions to comply with the compulsory arbitra- 
tion law and whether organized labor would not con- 
sider it a form of bondage against which the working 
man would rebel. 

Therefore, during the present prosperous condition of 
the country and while each industry is solving the labor 
problem in its own way, either conclusively or tentatively, 
I feel that voluntary arbitration of labor disputes based 
upon the joint agreement, both sides depositing a cash 
forfeit as a guarantee of good faith, is the extreme limit 
to which we can go with safety to industry and the liberty 
of the individual. 



